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NOTICES 


FEDERAL  ENERGY 
ADMINISTRATION 

POST  EXEMPTION  MONITORING  OF 
MIDDLE  DISTILLATE  PRICES 

Proposed  Monitoring  System  and  Public^ 
Hearing 

A.  Introduction 

The  purpose  of  this  notice  is  to  elicit 
public  comment  on  a  method  of  monitor¬ 
ing  prices  of  the  two  leading  “middle  dis¬ 
tillate”  products  (home  heating  oil  and 
diesel  fuel)  to  assure  the  continuing  rea¬ 
sonableness  of  price  levels  following  the 
July  1,  1976,  exemption  of  middle  distil¬ 
lates  from  price  and  allocation  controls. 

Essentially,  FEA  proposes  to  monitor 
prices  of  No.  2  heating  oil  and  No.  2-D 
diesel  fuel  (hereinafter  referred  to  as 
“middle  distillates”)  by  developing  na¬ 
tional  and  regional  index  prices,  repre¬ 
senting  the  average  price  levels  which 
FEA  believes  would  have  prevailed  had 
middle  distillates  remained  under  price 
controls,  plus  a  flexibility  factor  of  two 
cents  per  gallon  to  allow  for  statistical 
error,  inherent  deficiencies  with  the  op¬ 
eration  of  the  price  index  and  short¬ 
term  market  aberrations.  Average  actual 
prices  will  be  measured  at  the  retail  level 
on  a  weekly  basis  during  the  heating  sea¬ 
son.  A  four-week  moving  average  of  these 
prices  will  then  be  compared  with  these 
index  prices  on  a  continuing  basis. 
Should  actual  average  prices  on  a  na¬ 
tional  basis  exceed  the  national  index 
price  or  ^ould  actual  average  prices  in 
any  region  exceed  the  corresponding  re¬ 
gional  index,  FEA  proposes  to  hold  pub¬ 
lic  hearings  on  appropriate  remedial  ac¬ 
tion  within  ten  days  and  to  take  appro¬ 
priate  action  within  ten  additional  days 
which  would  result  in  returning  prices  to 
levels  at  or  below  the  index  level  witJiin 
one  month. 

FEA  Intends  to  monitor  prices  of  mid¬ 
dle  distillates  pursuant  to  this  monitor¬ 
ing  system  from  August  1976^  until 
March  31,  1977,  so  as  to  insure  that  price 
levels  remain  reasonable  during  this 
transitional  period  following  removal  of 
controls  and  during  this  period  of  con¬ 
tinued  economic  recovery. 

FEA  will  receive  written  comment  and 
will  hold  public  hearings  on  these  pro¬ 
posals  on  August  4  and  5, 1976.  Comment 
is  particularly  desired  on  the  proposed 
national  and  regional  index  prices  and 
the  proposed  methods  for  collecting  suffi¬ 
cient  data  for  monitoring  prices.  Upon 
completion  of  the  public  hearings,  FEA 
will  issue  a  notice  indicating  the  extent 
to  which  the  proposed  monitoring  pro¬ 
gram  has  been  modified  in  response  to 
comments  and  suggestions  received.  FEA 
will,  of  course,  continue  to  review  the  op¬ 
eration  of  its  monitoring  system  dmlng 
the  period  in  which  it  is  in  use  and  make 
whatever  changes  may  be  necessary  to 
assure  that  it  achieves  the  objectives  for 
which  it  was  implemented.  Any  such  fu¬ 
ture  changes  will,  however,  be  published 
in  the  Federal  Register. 

On  June  15, 1976,  FEA  issued  and  sub¬ 
mitted  to  the  Congress  two  separate 
amendments  which  provided  for  the  ex¬ 
emption  of  middle  distillates  from  allo¬ 


cation  and  price  controls.  The  first 
amendment  related  to  the  exemptions  of 
No.  2  heating  oil  and  No.  2-D  diesel  fuel 
and  the  second  amendment  provided  for 
the  exemption  of  No.  1  heating  oil.  No. 
1-D  diesel  fuel,  and  kerosene.  Since 
neither  of  these  amendments  was  disap¬ 
proved  by  either  house  of  Congress  pur¬ 
suant  to  the  review  procedures  set  forth 
in  section  551  of  the  Energy  Policy  and 
Conservation  Act,  the  amendments  be¬ 
came  effective  July  1, 1976. 

In  its  discussions  with  members  of 
Congress  regarding  these  amendments, 
and  in  response  to  concerns  expressed  by 
these  members,  FEA  committed  to  take 
certain  actions  following  the  effective¬ 
ness  of  the  exemption  to  assure,  first, 
that  no  unwarranted  price  increases 
w'ould  occur  once  controls  were  removed 
and,  second,  that  the  ability  of  marketers 
to  obtain  supplies  would  be  protected 
during  the  transitional  period  following 
removal  of  controls. 

More  specifically,  FEA  stated  that  it 
would  adopt  a  contingency  plan  for  mid¬ 
dle  distillates  with  the  following  main 
elements: 

1.  A  quick-responses  price  monitoring 
system  on  a  weekly  basis  during  the  heat¬ 
ing  season  and  monthly  at  other  times 
(based  on  FEA’s  current  reporting  sys¬ 
tem  and  telephone  surveys)  that  will 
compare  actual  prices  with  projections 
of  what  prices  would  have  been  if  regula¬ 
tory  controls  were  stil  in  effect  (“con¬ 
trolled”  prices) . 

2.  Establishment  of  two  cents  per  gal¬ 
lon  as  the  maximum  amount  by  which 
average  actual  prices  could  exceed  “con¬ 
trolled”  prices  on  a  national  basis  and 
still  be  deemed  reasonable.  In  addition, 
since  the  foregoing  index  price  or  stand¬ 
ard  could  be  met  by  offsetting  exces¬ 
sive  price  increases  in  one  region  by  price  , 
reductions  in  another,  FEA  also  agreed 
to  establish  appropriate  regional  index 
prices  by  which  to  judge  the  reasonable¬ 
ness  of  price  Increases  in  excess  of  “con¬ 
trolled”  prices  on  a  region-by-region 
basis. 

3.  Specific  FEA  obligations  to  take  cer¬ 
tain  actions  if  actual  prices  are  foimd  to 
exceed  the  foregoing  index  price  limits — 
i.e.,  (a)  to  hold  public  hearings  within 
ten  days  to  determine  the  causes  of  the 
excessive  price  levels  and  to  solicit  com¬ 
ments  on  actions  necessary  to  return  ac¬ 
tual  prices  to  levels  at  or  below  the  index 
price  level,  and  (b)  to  take  within  ten 
days  of  completion  of  hearings  such  ac¬ 
tion  as  may  be  required  to  restore  prices 
to  those  levels  within  one  month. 

4.  A  transitional  set-aside  program  to 
insure  that  no  marketer  is  deprived  of 
supplies  without  adequate  time  to  ar¬ 
range  a  new  supplier. 

On  July  9,  1976,  FEA  Issued  a  notice  of 
proposed  rulemaking  and  public  hearing 
(41  FR  28797,  July  13,  1976)  concerning 
establishment  of  a  special  set-aside  pro¬ 
gram  for  middle  distillates  to  be  in  effect 
from  August,  1976,  through  March,  1977. 
Since  the  monitoring  of  supplies  of  mid¬ 
dle  distillates  is  the  subject  of  a  separate 
proceeding,  this  notice  relates  only  to 
proposals  to  implement  a  system  for 
monitoring  of  price  levels. 


B.  Price  Monitoring  Proposals. 

1.  General.  This  section  summarizes 
the  basis  upon  which  FEA  proposes  to  de¬ 
termine  the  national  index  price  and  the 
regional  index  prices.  The  Appendix  to 
this  Notice  contains  additional  detail  re¬ 
lating  to  the  computation  of  these  index 
prices,  including  a  detailed  explanation 
ot  the  fmmulas  proposed  to  be  used,  il¬ 
lustrative  projections  of  the  operation  of 
the  index  prices  for  middle  distillates 
through  March,  1977,  and  additional  in¬ 
formation  indicating  how  such  variables 
as  the  crude  oil  cost  increases,  operating 
cost  increases,  and  import  adjustment 
factor  are  proposed  to  be  determined. 
The  Appendix  also  provides  information 
on  sampling  procedures  proposed  by  FEA 
to  obtain  the  necessary  data  on  actual 
price  levels  in  the  decontrolled  middle 
distillate  market. 

In  general,  the  national  index  price 
will  be  computed  each  month  based  on 
actual  average  June,  1976,  prices  for  No. 
2  heating  oil  and  No.  2-D  diesel  fuel 
(weighted  by  their  historical  relative 
sales  volumes),  adjusted  to  take  into  ac¬ 
count  (1)  seasonal  price  variations  of 
both  products,  (2)  actual. increases/de¬ 
creases  in  the  price  of  imported  and  do¬ 
mestically  produced  crude  oil.  (3)  ac¬ 
tual  increases/decreases  in  the  prices  of 
imported  middle  distillates  (weighted  by 
their  historic  relative  volumes),  (4)  in¬ 
creases  in  nonproduct  costs  of  refiners, 
as  defined  and  limited  under  FEA  cost 
pass-through  regulations,  and  estimated 
increases  in  non-product  costs  of  resell¬ 
ers  and  retailers,  and  (5)  the  two  cent/ 
gallon  flexibility  factor. 

Actual  average  national  prices  for 
middle  distillates  at  the  reteiler  level 
will  be  determined  by  FEA  on  a  monthly 
basis  through  September,  1976,  and  on  a 
weekly  basis  from  October,  1976,  through 
March,  1977,  using  the  sampling  proce¬ 
dures  described  in  the  Appendix.  These 
retail  prices  will  be  compared  with  the 
national  index  price  for  ^e  correspond¬ 
ing  period.  FEA  will  also  monitor  prices 
at  the  refiner  and  reseller  levels  to  deter¬ 
mine  relative  price  changes  for  refiners, 
resellers,  and  retailers. 

If  FEA  determines  that  actual  average 
national  prices  have  exceeded  the  na¬ 
tional  index  price,  the  remedial  process 
outlined  in  Section  A,  above,  will  com¬ 
mence.  beginning  with  public  hearings 
within  ten  days  to  determine  the  causes 
and  appropriate  remedies  for  the  pric¬ 
ing  excess.  Options  available  to  FEA  to 
restore  prices  to  levels  at  or  below  the 
natl(mal  index  price  include:  (1)  reim¬ 
position  of  complete  price  and  alloca¬ 
tion  controls  over  the  entire  industry, 

(2)  imposition  of  partial  price/alloca¬ 
tion  controls  over  the  entire  industry. 

(3)  imposition  of  full  or  partial  controls 
over  certain  segments  or  distribution 
levels  of  the  industry,  and  (4)  modifica¬ 
tion  of  FEA’s  entitlements  program  to 
reduce  the  cost  of  imported  middle  dis¬ 
tillates. 

Regional  index  prices  will  also  be  com¬ 
puted  on  essentially  the  same  basis  as  the 
national  index  price,  except  that  the 
June,  1976,  price  basis  and  some  of  the 
adjustment  factors  will,  of  course,  re- 
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late  to  the  region  concerned  rather  than 
the  nation.  In  addition,  as  explained  be¬ 
low,  FEA  is  calling  for  comment  on  whe¬ 
ther  a  regional  adjustment  factor  should 
be  included  in  the  regional  index  price 
and,  if  so.  in  what  amoimt.  Actual  re¬ 
gional  price  data  will  be  determined  in  a 
manner  similar  to  that  described  for 
monitoring  actual  national  price  levels. 

Four  regions  are  proposed:  Northeast, 
North  Central,  South,  and  West.  (These 
are  defined  in  detail  in  the  Appendix  to 
this  Notice.)  As  already  indicated,  the 
regional  index  price  system  is  designed  to 
protect  against  imduly  disproportionate 
price  increases  in  one  or  more  regions 
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even  though  the  actual  average  national 
prices  do  not  exceed  the  national  index 
price.  If  actual  average  regional  prices 
exceed  the  index  price  for  the  region 
concerned,  FEIA  will  take  remedial  ac¬ 
tion  in  accordance  with  the  same  pro¬ 
cedures  outlined  above  for  actual  prices 
in  excess  of  the  national  index  price. 

2.  National  Index  Price.  The  national 
index  price  may  be  defined  as  FEA’s  best 
estimate  of  the  average  selling  price  per 
gallon  for  middle  distillates  sold  to  iilti- 
mate  consumers,  assuming  controls  for 
middle  distillates  had  remained  in  effect, 
plus  two  cents  per  gallon.  The  index  price 


is  based  on  the  average  of  June  1976 
heating  oil  and  diesel  fuel  prices  ad¬ 
justed  for  Increases  in  crude  costs,  oper¬ 
ating  expenses,  seasonal  variation  and 
imports  of  distillate,  and -the  two-cent 
flexibility  factor. 

A  summarized  form  of  the  equation 
proposed  to  be  used  to  determine  the  na¬ 
tional  index  price  follows.  In  the  for¬ 
mula,  No.  2  heating  oil  and  No.  2  diesel 
fuel  oil  are  separated  to  take  into  accoimt 
differences  in  seasonal  variation  for  No. 
2  heating  oil  and  No.  2  diesel  fuel  and 
differences  in  reseller  and  retailer  mar¬ 
gins. 
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Heating  Oil 

National  June  1976 

National 

Percent 

Heating  oil 

Heating  oil' price 

index 

«  Heating 

X  seasonal 

X  plus  increased  crude 

Price 

oil 

factor 

(plus) 

Diesel  Fuel 

costs  and  operating 
expenses. 

Percent 

Diesel  fuel 

National  June  1976 

Diesel  fuel 

X  seasonal 

factor 

X  Diesel  fuel  price 
plus  increased  crude 

costs  and  operating 
expenses 

(plus) 

Import  Adjustment 


Historical 

Change  in  percent  of 

costs  of  X  demand  met 

imports  by  imports 

(plus) 

Flexibility  Factor 
2  cents 


In  summarized  equation  form,  the  national  index  price 
is  as  follows: 


Heating  oil 


Diesel  fuel 


Import 

Adjustment 


Flexibility 

Factor 


N 


‘^h  *  ®h  *  •’h'  ®d  *  ^d>  ^ 


2  cents 


Hhere  f  #  are  percentages  of  heating  oil  and  diesel  fuel# 
®  respectively; 

S  »S  are  seasonal  factors  for  heating  oil  and  diesel 
"  ®  fuel,  respectively; 


P*,P*  are  June  1976  heating  and  diesel  fuel  prices 
h  d  plus  increases  in  crude  costs  and  operating 
expenses; 

I  is  change  in  costs  of  imports  times  imports  as  a 
percent  of  demand. 
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A  more  detailed  explanati(Hi  of  the 
formula  Is  in  the  Appendix. 

3.  Regional  Index  Price.  Regicmal  In¬ 
dex  prices  differ  from  the  national  index 
price  due  to  variances  amonsr  the  reglcms 
in  June  1976  average  middle  distillate 
prices,  differences  in  the  percentages  of 


dlesd  fuel  and  No.  2  heating  oil  sales  in 
the  region,  differences  In  percentages  of 
sales  by  non-refineFs.  and  differences  in 
the  adjustment  for  imports.  The  region’s 
index  price  is  cnnput^  by  adding  to  the 
average  middle  distillate  price  in  June 


1976  the  national  changes  in  crude  costs 
and  operating  expenses.  adjustiniT  for 
national  seasonal  variation  and  then 
adding  on  the  import  adjustment,  and 
the  two-cent  flex^ility  factor.  In  sim¬ 
plified  terms  the  formula  is  as  follows: 


Regional 

index 

Price 


Heating  Oil 


Percent  of 
Heating  oil 
in  region 


X 


Heating  oil 
seasonal 
factor 


X 


Regional  June  1976 
Heating  oil  price 
plus  increased 
national  crude  costs 
and  operating 
expenses 


(plus) 

Diesel  Fuel 


Percent  of  Diesel  fuel 
Diesel  fuel  '  X  seasonal 
in  region  factor 


Regional  June  1976 
X  Diesel  fuel  price 
plus  increased 
national  crude  costs 
and  operating 
expenses 


(plus) 


Regional  Import  Adjustment 


(plus) 

Flexibility  Factor 


2  cents 

In  equation  form,  the  regional  price  index  is  as  follows t 


Heating  Diesel  Import  Flexibility 

oil _ fuel _ Adjustment _ Factor 

»  -(f  xS  xP*  )  +  (f^.xs  vp*  )+  I  +2  cents 

j  hj  h  hj  dj  d  dj  j 


Where  P. 
j 


regional  index 


*hj'  V 


percent  of  heating  oil  and  diesel  fuel  sold 
in  region  j. 


S  ,  s,  *=  national  seasonal  factors  for  heating  oil  and 
"  "  diesel  fuel* 

»  June  1976  average  prices  ^or  heating  oil  and 
hj  dj  diesel  fuel,  respectively,  sold  in  region  j 
plus  national  increases  in  crude  costs  and 
^  operating  expenses* 


I  «  change  in  costs  of  distillate  imports  in  region 
3  j  times  historical  Imports  as  a  percent  of 
demand* 
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On  July  19.  1976,  FEA  Issued  a  regu> 
lation  amendment  modifying  the  equal 
fU^lication  rule  for  refiners  to  permit  in¬ 
creased  pricing  flexibility  through  a  sys¬ 
tem  of  r^onal  pricing.  This  action,  one 
of  a  series  of  amendments  Issued  in  re¬ 
cent  months  authorizing  increased  price 
flexibility  under  PEA’s  price  regulations, 
was  taken  pursuant  to  a  notice  of  pro¬ 
posed  rulemaking  issued  on  October  17, 
1975. 

The  regional  pricing  amendmoit  per¬ 
mits  refiners  to  apply  the  rule  for  equal 
application  of  increased  product  costs 
among  classes  of  purchaser  without  the 
penalty  of  cost-absOTpUon  required 
imder  §  212.83  (h) ,  as  long  as  the  regional 
pricing  variation  among  classes  of  pur¬ 
chasers  in  separate  regions  does  not  ex¬ 
ceed  three  cents  per  gallon. 

Although  this  amendment  currently 
applies  only  to  gasoline  (which  repre¬ 
sents  almost  50%  of  total  reflnery  out¬ 
put  and  a  larger  share  of  output  which 
r^alns  subject  to  price  (xmtrols),  the 
preamble  to  the  amendment  explains 
that  FEA  has  concluded  that  such  in¬ 
creased  pricing  flexlUlity  should  be  per¬ 
mitted  for  all  major  fuel  products  and 
would  have  been  permitted  for  residual 
fuel  oil  and  middle  distillates  had  they 
remained  under  price  controls.  Because 
of  the  recent  exemption  of  residual  fuel 
oil  and  middle  distillates,  FEA  believed 
it  was  no  longer  appropriate  to  adopt 
amendments  with  respect  to  these  prod¬ 
ucts.  However,  should  price  controls  be 
reimposed  in  either  residual  fuel  oil  or 
middle  distillates,  PT]A  stated  that  it 
would  adopt  the  necessary  regulatory 
am^dments  at  that  time  to  allow  such 
increased  pricing  flexibility.  FEA  has  also 
continued  the  rulemaking  proceeding  to 
consider  ^tending  similar  treatment 
with  respect  to  other  products  still  sub¬ 
ject  to  price  controls. 

In  view  of  the  adoption  of  the  principle 
of  regional  pricing  for  reflners,  and  the 
earlier  adoption  of  a  form  of  regional 
pricing  for  resellers  and  retailers  cover¬ 
ing  all  products  (41  FR  19110,  May  10, 
1976),  FEA  requests  comment  on  the  ex¬ 
tent  to  which  it  would  be  appropriate  to 
include  in  the  regional  index  price  for 
middle  distillates  a  separate  regional  ad¬ 
justment  factor  to  reflect  the  range  of 
flexibility  which  firms  will  now  have 
under  the  price  regulations  in  varsdng 
regional  prices  within  the  overall  cost 
pass-through  constraints  w^hlch  are  still 
reflected  In  the  national  index  price.  Any 
regional  adjustment  factor  In  the  re¬ 
gional  index  price  would,  of  course,  not 
affect  the  national  Index  price. 

4.  Specific  Comments  Requested.  While 
comment  is  invited  on  any  aspect  of 
today's  Notice,  comment  Is  particularly 
sought  with  respect  to  the  following 
issues: 

a.  The  import  adjustment  in  the  index 
price  formulae  Is  based  on  the  change  in 
cost  of  Imports  times  imports  as  a  per¬ 
centage  of  total  demand.  Imports  as  a 
percentage  of  demand  Is  based  on  data 
for  1972.  FEA  has  selected  1972  as  the 
most  recent  representative  year  because 
of  apparent  anomalous  results  for  1973, 
1974  and  1975  due  to  unusually  large  im¬ 


port  levels  and  aberrent  weather  pat¬ 
terns  (reflecting  on  home  heating  oil 
usage)  during  these  years.  Comment  on 
the  choice  of  1972  data,  rather  than  more 
current  data.  Is  requested. 

b.  In  Section  C.1  of  the  Appendix  data 
relating  to  the  relative  percentages  of 
heating  oil  and  diesel  fuel  are  presented 
for  each  region  and  for  the  nation.  The 
“diesel  fuel"  category  contains  only  on- 
highway  sales  of  diesel  fud,  while  the 
“heating  oil”  category  reflects  the  per~ 
centage  of  all  other  middle  distillate  sales 
to  ultimate  consumers,  including  diesel 
fuel  sales  for  other  than  highway  use. 
This  method  of  categorization  of  "diesel 
fuel”  was  selected  by  FEA  essentially  for 
two  reasons:  the  relative  ease  and  re¬ 
liability  of  data  collection  from  truck- 
stop  operators,  and  the  fact  that  on- 
hlghway  diesel  fuel  has  a  high  tax  com¬ 
ponent  not  foimd  in  other  distillates. 
Comment  Is  requested  on  the  foregoing 
factors  and  on  ^e  extent  to  which  other 
methods  of  categorization  would  be 
feasible  or  would  have  a  slgniflcant 
effect  on  the  relative  proportions  of 
diesel  fuel  and  heating  olL 

c.  The  seasonal  adjustment  factors  for 
heating  oil  and  diesel  fuel  are  presented 
in  tabular  form  in  Section  C.2  of  the 
Appendix.  FEA  has  no  data  Indicating 
any  significant  seasonal  pattern  for 
diesel  fuel  prices.  Data  or  Information 
which  relates  to  possible  seasonal  varia¬ 
tions  in  prices  for  diesel  fuel  Is  sought, 
as  well  as  comment  on  the  assumptkms 
and  conclusions  indicated  In  Section  C.2 
with  respect  to  seasonal  patterns  for 
heating  oil. 

d.  Due  to  the  structure  of  the  refiner 
price  regulations  and  other  factors,  data 
relating  to  refiners’  crude  oil  and  operat¬ 
ing  costs  to  be  used  In  computing  Index 
prices  will  relate  to  a  period  approxi¬ 
mately  two  months  earlier  than  the 
period  from  which  price  data  will  be  col¬ 
lected  for  purposes  of  monitoring  cur¬ 
rent  price  levels.  Assiunlng  rising  costs, 
current  prices  may  exceed  Index  prices 
due  to  the  fact  that  the  index  prices 
reflect  the  lower  costs  of  previous 
months.  Comment  Is  requested  on  the 
extent  to  which  this  effect  might  be  felt 
and  on  possible  means  to  minimize  the 
effects  of  the  two-month  lag. 

e.  In  accordance  with  the  discussion  In 
Section  B.  3,  above,  comment  Is  required 
on  the  need  for  and  appropriateness  of 
a  regional  adjustment  factor.  Comments 
supporting  a  regional  adjustment  factor 
should  include  a  specific  cents-per-gal- 
lon  recommendation  and  Indicate  the 
basis  for  the  amoimt  proposed. 

f.  Comment  Is  also  requested  on  the 
use  of  the  BLS  monthly  wage  Index  for 
truckers  and  warehousemen  (SIC  42)  to 
adjust  for  increases  in  operating  ex¬ 
penses  of  resellers  and  retailers. 

C.  Comment  Procedures 

Interested  persons  are  Invited  to  par¬ 
ticipate  In  this  matter  by  submitting 
data,  views  or  arguments  with  respect  to 
the  proposals  set  forth  in  this  notice  Ex¬ 
ecutive  Communications,  Room  3309, 
Federal  Energy  Administration,  Box  HY, 
Washington.  D.C.  20461. 


Comments  should  be  identified  on  the 
outside  envelope  and  on  documents  sub¬ 
mitted  to  FEA  Executive  Commimica- 
tlons  with  the  designation  "Proposals  for 
Monitoring  Middle  Distillate  Prices.” 
Fifteen  copies  should  be  submitted.  All 
comments  received  by  Wednesday,  Aug¬ 
ust  4, 1976,  before  4:30  pjn.,  e.s.t.,  will  be 
considered  by  the  Federal  Energy  Ad¬ 
ministration  before  final  action  is  taken 
in  this  matter. 

Any  information  or  data  considered  by 
the  person  furnishing  It  to  be  confiden¬ 
tial  must  be  so  Identified  and  submitted 
In  writing,  one  copy  only.  The  PEA  re¬ 
serves  the  right  to  determine  the  con¬ 
fidential  status  of  the  information  or 
data  and  to  treat  It  according  to  its  de¬ 
termination. 

The  public  hearing  in  this  proceeding 
will  be  held  at  9:30  a.m.,  ejs.t.,  on  Wed¬ 
nesday,  August  4,  1976  and  will  be  con¬ 
tinued,  If  necessary,  Thursday,  August 
5,  1976,  in  Room  2105,  2000  M  Street, 
NW..  Washington,  D.C.,  20461,  in  order 
to  receive  comments  from  interested 
persons  on  the  matters  set  forth  herein. 

Any  person  who  has  an  interest  In  this 
matter,  or  who  Is  a  representative  of  a 
group  or  class  of  persons  that  has  an  in¬ 
terest  In  this  matter,  may  make  a  writ¬ 
ten  request  for  an  opportunity  to  make 
oral  presentation.  Such  a  request  should 
be  directed  to  Executive  Communica¬ 
tions,  FEA,  and  must  be  received  before 
4:30  pjn.,  e.s.t.,  on  Thursday,  July  29, 
1976.  Such  a  request  may  be  hand  deliv¬ 
ered  to  Room  3309,  Federal  Building, 
12  th  and  Pennsylvania  Avenue,  N.W., 
Washington,  D.C.,  between  the  hours  of 
8:00  a.m.  and  4:30  p.m.,  Monday  through 
Friday.  The  person  making  the  request 
should  be  prepared  to  describe  the  inter¬ 
est  concerned,  if  appropriate,  to  state 
why  he  Is  proper  representative  of  a 
group  or  class  of  persons  that  has  such 
an  Interest,  and  to  give  a  concise  smn- 
maxy  of  the  proposed  oral  presentation 
and  a  phone  number  where  he  may  be 
contacted  through  Tuesday,  August  3, 
1976.  Each  person  selected  to  be  heard 
will  be  so  notified  by  the  FEA  before  4 : 30 
p.m.,  e.s.t.,  Monday,  August  2,  1976  and 
must  submit  100  Ooples  of  his  statement 
to  Allocations  Regidatlons  Development 
OflQce,  FEA,  Room  2214,  2000  M  Street, 
NW..  Washington.  D.C.  20461,  before  4 : 30 
pjn.,  e.s.t.,  Tuesday,  August  3,  1976. 

The  FEA  reserves  the  right  to  select 
the  persons  to  be  heard  at  these  hear¬ 
ings,  to  schedule  their  respective  pres¬ 
entations,  and  to  establish  the  proce¬ 
dures  governing  the  conduct  of  the  hear¬ 
ings.  The  length  of  each  presentation 
may  be  limited,  based  on  the  number  of 
persons  requesting  to  be  heard. 

An  FEA  oflacial  will  be  designated  to 
preside  at  the  hearings.  TTiese  will  not 
be  judicial  or  evidentiary-type  hearings. 
Questions  may  be  asked  only  by  those 
conducting  the  hearings,  and  there  will 
be  no  cross-examination  of  persons  pre¬ 
senting  statements.  Any  decision  made 
by  the  FEA  with  respect  to  the  subject 
matter  of  the  hearings  will  be  based  on 
all  Information  available  to  the  FEA.  At 
the  conclusion  of  all  Initial  oral  state¬ 
ments,  each  person  who  has  made  an 
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oral  statement  will  be  given  the  oppor¬ 
tunity,  if  he  so  desires,  to  make  a  re¬ 
buttal  statement.  The  rebuttal  state¬ 
ments  will  be  given  in  the  order  in  which 
the  initial  statements  were  made  and 
will  be  subject  to  time  limitations. 

Any  interested  person  may  submit 
questions  to  be  asked  of  any  person  mak¬ 
ing  a  statement  at  the  hearings,  to  Ex¬ 
ecutive  Commiuiications,  FEiA,  before 
4:30  p.m..  e.s.t.,  Monday,  August  2,  1976. 
Any  person  who  wishes  to  ask  a  question 
at  the  hearings  may  submit  the  question, 
in  writing,  to  the  presiding  officer.  The 


FEA  or  the  presiding  officer,  if  the  ques¬ 
tion  is  submitted  at  the  hearings,  will 
determine  whether  the  question  is  rele¬ 
vant,  and  whether  the  time  limitations 
permit  it  to  be  presented  for  answer. 

Any  further  procedural  rules  needed 
for  the  proper  conduct  of  the  hearings 
will  be  announced  by  the  presiding  offi¬ 
cer. 

A  transcript  of  the  hearings  will  be 
made  and  the  entire  record  of  the  hear¬ 
ings,  including  the  transcript,  will  be 
retained  by  the  FEA  and  made  available 


\ 


for  inspection  at  the  FEA  Freedom  of  In¬ 
formation  Office,  Room  2107,  Federal 
Building,  12th  and  Pennsylvania  Avenue, 
NW.,  Washington,  D.C.,  between  the 
hours  of  8:00  a.m.  and  4:30  pjn.,  Mon¬ 
day  through  Friday.  Any  person  may 
purchase  a  copy  of  the  transcript  from 
the  reporter.  i 

Issued  in  Washington,  D.C.,  July  20, 
1978. 

Michazl  F.  Butler, 
General  Counsel, 
Federal  Energy  Administration. 
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APPENDIX 


A.  Detailed  Formula  for  Computing  National  Index  Price 

No.  2  Heating  Oil 


= 


fh  Sh 


t-2  ^  t--2  A 

pJ  +  (C  -  C  )  +  (Nj^  -  Nr)  ^ 
n  - -  h  ~ 


t-2 


-  D  M, 


t-2 


•  'a  M  * 


V 


No.  2  Diesel  Fuel 


-  N^)  („t-2 

- -  d  - 


-  DM 


t-2 


W 


Import  Adjustment 
+  A  P 

I 

Flexibility  Factor 
+  2  cents 
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National  index  price  for  middle  distillate 
sales  in  month  t. 

National  percentage  of  middle  distillate  sales 
accounted  for  by  sales  to  ultimate  consumers 
excluding  diesel  fuel  for  highway  use.  Estimated 
from  middle  distillate"  sales  reported  by  the  BOM 
for  1974.  ' 

National  percentage  of  total  middle  distillate 
sales  accounted  for  by  diesel  fuel  sales  for 
highway  use  to  ultimate  consumers.  Estimated  from 
middle  distillate  sales  as  reported  by  the  BOM  for 
1974. 

Multiplicative  seasonal  adjustment  factor.  Seasonal 
factor  derived  from  BLS  No.  2  heating  oil  price 
index  for  the  period  1968  through  1971. 

Multiplicative  seasonal  adjustment  factor  for 
diesel  fuel  sold  in  truck  stops.  Given  the  limited 
amount  of  available  price  data  the  FEA  has  not 
been  able  to  identify  a  significant  seasonal 
pattern  for  diesel  fuel  prices.  Thus,  the  seasonal 
factor  has  been  set  at  1.0  for  all  months  (see 
Section  C.2,  below). 

Weighted  national  average  price  for  all  middle 
distillates  except  diesel  fuel  for  highway  use 
sold  to  ultimate  consumers  during  June  1976, 
determined  by  a  statistically  valid  sample  of 
sellers  of  middle  distillates,  excluding  highway 
diesel  fuel  to  ultimate  consumers. 

Weighted  national  average  price  for  No.  2  diesel 
fuel  sold  to  ultimate  consumers  for  Jiighway  use 
during  June  1976,  estimated  on  the  basis  of  sales 
of  diesel  fuel  in  truck  stops  and  retail  service 
stations,  which  account  for  the  majority  of  diesel 
fuel  sales. 

Crude  costs  in  month  t-2  reported  to  FEA  on  FEA 
Form  PllO. 

Crude  costs  in  April,  i.e.,  lagged  the  appropriate 
number  of  months  to  be  consistent  with  ^^“2. 
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= 

J 
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Nonproduct:  costs  for  refiners  during  month  t-2  reported 
to  the  FEA  on  form  FEA  P-110.  These  costs  represent 
the  amount  of  nonproduct  costs  that  refiners  can 
pass  though  undei^  current  pricing  .regulations . 

Nonproduct  costs  for  refiners  in  April  1976. 

Total  volume  of  sales  of  refined  products  derived 
from  refining  operations.  Total  volume  derived  from 
refined  products  reported  to  the  FEA  on  form  P302 
adjusted  for  import  volumes. 

Percentage  of  total  middle  distillate  sales  to 
ultimate  consumers  accounted  for  by  nonrefiners 
estimated  from  1974  market  shares  data  reported  to 
the  FEA. 

Percentage  of  total  diesel  fuel  sales  to  ultimate 
consumers  accounted  for  by  nonrefiners.  Estimated 
from  diesel  fuel  direct  sales  by  refiners  reported 
to  the  FEA  on  form  P302  for  the  period  July,  1975, 
through* April,  1976. 

Bureau  of  Labor  Statistics  wage  index  for  Truckers 
and  Warehousemen  (SIC42)  for  the  month  t-2. 

Bureau  of  Labor  Statistics  wage  index  for  Truckers 
and  Warehousemen  (SIC42)  for  April  1976. 

Margin  for  nonrefiners  selling  No.  2  heating  oil 
for  the  period  June  1976  estimated  from  statistically 
valid  survey  of  heating  oil  resellers. 

June  1976  margin  for  truck  stop  operators  and  retail 
service  stations  that  sell  diesel  fuel,  estimated 
from  Lundberg  Survey,  Inc.  survey  of  truck  stops  and 
retail  gasoline  stations  conducted  for  the  FEA. 

Change  in  the  weighted  average  cost  of  imports  for 
the  months  April  through  month  t-2  reported  to  the 
FEA  on  form  FEA  P302. 

Historical  national  proportion  of  middle  distillate 
imports  in  month  t  estimated  for  1972  experience. 
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Detailed  Formula  for  Computing  Regional  Index  Prices 


No.  2  Heating  Oil 


^h-i  ■  C*)  +  (N^r^  -N*)  +  b.  (W^"^ 

“J  "  (  Dh  R _ R  3h 

t-2 
V 


J 

-  DM  h 


No.  2  Diesel  Fuel 


+  (C^"2 
jd 


+  (Nr  ^  -  Nr)  ^  (W^“2  -  dm" 


V 


t-2 


Import  Adjustment 

■  + 

I,  J 


Flexibility  Factor 
+  2  cents 
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pt 

j 


Index  price  for  middle  distillate  sales  in 
month  t  in  region  j. 


f 

dj 


J 


P 


jd 


C 


A 


Percentage  of  middle  distillate  sales  in  region  j 
accounted  for  by  sales  to  ultimate  consumers  of 
all  middle  distillates  except  diesel  fuel  for 
highway  use.  Estimated  from  middle  distillate 
sales  for  1974  reported  by  the  BOM. 

Percentage  of  total  middle  distillate  sales  accounted 
for  by  diesel  fuel  sales  for  highway  use  to 
ultimate  consumers  in  region  j .  Estimated  from 
middle  distillate  sales  as  reported  by  the  BOM 
for  1974. 

Multiplicative  seasonal  adjustment  factor.  Seasonal 
factor  derived  from  BLS  No.  2  heating  oil  price  index 
for  the  period  1968  through  1971. 

Multiplicative  seasonal  adjustment  factor  for  diesel 
fuel  sold  in  truck  stops.  Given  the  limited 
amount  of  available  price  data  the  FEA  has  not 
been  able  to  identify  a  significant  seasonal 
pattern  for  diesel  fuel  prices.  Thus,  the 
seasonal  factor  has  been  set  at  1.0  for  all 
months  (see  Section  C.2,  below). 

Weighted  average  price  for  middle  distillates 
except  diesel  fuel  for  highway  use  sold  to 
ultimate  consumers  in  region  j  during  June  1976 
determined  by  a  statistically  valid  sample  of  sellers 
to  ultimate  consumers  of  heating  oil. 

Weighted  average  price  for  No.  2  diesel  fuel  for 
highway  use  sold  to  ultimate  consumers  in  region  j 
during  June  1976,  estimated  on  the  basis  of  sales 
of  diesel  fuel  in  truck  stops  and  retail  service 
stations,  which  account  for  the  majority  of  diesel 
fuel  sales. 

Crude  costs  in  month  t-2  reported  to  FEA  on  FEA 
Form  PllO. 

Crude  costs  in  April,  i.e,  lagged  the  appropriate 
number  of  months  to  be  consistent  with  ^t-2. 

I 
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Nonproduct  costs  for  refiners  during  month  t-2 
reported  to  the  FEA  on  form  FEA  P-110.  These 
costs  represent  the  amount  of  nonproduct  costs 
that  refiners  can  pass  through  under  current 
pricing  regulations. 

Nonproduct  costs  for  refiners  in  April  1976. 

» 

Total  volume  of  sales  of  refined  products  derived 
from. ref ining  operations.  Total  volume  derived 
.from  refined  products  reported  to  the  FEA  on  fprm 
P302  adjusted  for  import  volumes. 

Percentage  of  total  middle  distillate  sales  to 
ultimate  consumers  accounted  for  by  nonrefiners 
in  region  j  estimated  from  1974  market  shares  data 
reported  to  the  FEA. 

Percentage  of  total  diesel,  fuel  sales  to  ultimate 
consumers  accounted  for  by  nonrefiners.  Estimated 
from  diesel*  fuel  direct  sales  by  refiners  reported 
to  the  FEA  on  form  P302  for  the  period  July,  1975, 
through  April,  1976. 

Bureau  of  Labor  Statistics  wage  index  for  Truckers 
and  Warehousemen  (SIC42)  for  the  month  t-2. '  ^ 

1 

Bureau  of  Labor  Statistics  wage  index  for  Truckers 
and  Warehousemen  (SIC42)  for  April  1976. 

Margin  for  nonrefiners  selling  No.  2  heating  oil 
for  the  period  June  1976  estimated  from  statistically 
valid  survey  of  heating  oil  resellers. 

June  1976  margin  for  truck  stop  operators  and  retail 
service  stations  that  sell  diesel  fuel  estimated  from 
Lundberg  Survey,  Inc.  survey  of  truck  stops  and  retail 
gasoline  stations  conducted  for  the  FEA. 

Change  in  the  weighted  average  cost  of  imports  for 
the  months  April  through  month  t-2  reported  to  the 
FEA  on  form  FEA  P302. 

Historical  proportion  o.f  middle  distillate  imports 
in  month  t  into  region  j  based  on  1972  experience.' 
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C.  Summary  of  Constants  in  Formulas 

The  following  is  a  summary  of  the  current  estimates  of  the 
constants  to  be  used  in  calculating  the  index  prices: 

1.  Fractions  of  middle  distillate  sales  which  are 
heating  oil  and  diesel  fuel: 


Northeast 

North  Central 

South 

West 

Total  U.S. 

Heating 

‘^h) 

.90 

.77 

.78 

.68 

.79 

Diesel 
fuel  (f 

d) 

.10 

.23 

.22 

.32 

.21 

Source ; 

BOM  for  1974: 

Diesel  is  for  on- 

■highway 

use 

only. 

All  other  middle  distillates  are  in  the  heating 
oil  category.  i 
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2.  Seasonal  adjustment  factors  for  heating  oil  and 
_  diesel  fuel: 


t  t 

Heating  oil  (S^^)  Diesel  Fuel  (S^) 


1976 


June 

1.000 

1.00 

July 

.999 

1.00 

August 

.999 

1.00 

September 

.998 

1.00 

October 

.997 

-  1.00 

November 

.999 

1.00 

December 

1.000 

1.00 

1977 

) 

January 

1.004 

i.oo 

February 

1.006 

1.00 

March 

1.005 

1.00 

Source:  Heating  oil  factors  computed  using  BLS,  CPI  indices 

of  No.  2  Heating  oil  for  years  1968  through 
1971  and  X-11  variant  of  the  Bureau  of  Census 
computational  technique.  In  an  analysis  of  diesel 
fuel  prices  collected  in  FEA's  survey  of  truck 
stops  and  service  stations  for  the  period  January 
1974  through  June  1976,  FEA  was  unable  to  identify 
a  significant  seasonal  pattern  for  diesel  fuel  prices 
due  to  the  lack  of  sufficient  data.  Thus,  the 
seasonal  factor  has  been  set  at  1.00  for  all  months. 
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3.  Nonrefiner  Operating  Costs: 

a.  The  fractions  of  heating  oil  and  diesel  fuel  sold 
by  nonrefiners: 


Northeast  North  Central  South  West  Total  U.S, 


Fraction  of 
Heating  oil 
sold  by  non¬ 
refiners  (b  ) 
jh 


Fraction  of 
diesel  fuel 
sold  by  noh- 
refiners  (b  ) 
d 


.16  .19  .12  .33 


b.  Gross  margins  for  heating  oil  and  diesel  fuel  oil: 

c/gal. . 

icic  it  It  "ftfc  hltit 

**  **  I  **  **  ’  7,2' 

*  National  fraction  used  for  all  regions. 

**  National  gross  margin  to  be  used  for  all  regions. 

***To  be  obtained  from  initial  heating  oil  price  survey. 


Heating  oil 
margin  (M^^) 

Diesel  fuel^ 

margin  (M,) 
d 


Source:  Percentages  of  nonrefiner  direct  sales  for  heating  oil 
derived  from  FEA  survey  of  1974  market  shares  of  middle 
distillate  sales  to  ultimate  consumers. 


National  percentage  for  diesel  fuel  oil  sales  computed  from 
refiner  direct  sales  of  diesel  fuel  oil  reported  to  FEA  by 
refiners  on  Form  FEA-P-3d2. 

Diesel  €uel  margin  derived  from  June  1976  survey  of  truckstop 
operators  and  retail  gasoline  stations  that  sell  diesel 
fuel. 


\ 
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4.  Historical  fraction  of  middle  distillate  demand 
met  by  imports.  (Based  on  1972  data.) 

The  historical  fraction  of  middle  distillate  demand  met  by 
imports  (R^  or  R^j)  is  as  follows: 

Seasonal 


Variation^ 

Northeast 

North  Central 

South 

West 

Total  U 

June-August 

.00 

o 

o 

• 

.QO 

.03 

September- 

November 

.24 

.00 

** 

.01 

. 

o 

00 

December- 

February 

.19 

/ 

• 

o 

o 

.01  ' 

o 

o 

• 

.07 

March-May 

.13 

o 

o 

. 

o 

o 

• 

• 

o 
i  o 

.05 

*  The  fractions  are  limited  to  quarterly  variations  rather  than 
monthly  variations  to  eliminate  the  effect  of  large  monthly 
shifts. 

♦♦Less  than  .005. 

The  year  1972  was  selected  as  the  representative  base  year. 

The  years  after  1972  were  considered  anomalous  due  to  the 
effects  of  Arab  Embargo  in  1973  and  early  1974,  and.  the  FEA's 
Product  Entitlement  Program.  Imports  from  the’ Virgin  Islands 
and  Puerto  Rico  are  excluded  as  they  are  price  controlled. 

Source:  Ethyl  Corp.  and  FEA  Office  of  Oil  Imports. 

5.  Diesel  Fuel  Prices,  June,  1976. 

Northeast  North  Central  South  West  Total  U.S. 

June  1976  56.6  51.4  52.5  51.8  52.7 

Source:  Lundberg  Survey,  Inc.  (conducted  for  FEA) .  > 
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D.  Illustrative  Index  Pifices  ' 

To  illustrate  how  the  price  index  mechanism  will  be  utilized 
and  to  indicate  the  potential  magnitude  of  the  various 
factors  included  in  the  index,  FEA  has  used  some  assumed 
figures  to  .calculate  index  prices.  In  the  actual  application 
of  the  index  price,  real  data  will  be  collected  on  a  monthly 
and  weekly  basis.  For  illustrative  purposes,  two  cases  are 
provided  with  different  assumptions  about  cost  increases. 

The  following  specific  assuitiptions  have  been  made: 

1.  June  prices  for  heating  oil  and  diesel  fuel  for 
the  following  regions  and  the  national  average  are  as  follows; 


Heating  Oil 

Diesel  Fuel 

Middle  Distillate 

N 

cents/gal . 

cents/aal. 

Average 

cents/gal. 

Northeast 

39.8 

56.6 

=  41.5 

North  Central 

38.0 

51.4 

■  41.1 

South 

39.2 

52.' 5 

42.1 

West 

40.2 

51.8 

43.9 

Total  U.S. 

39.4 

52.7 

42.2 

♦Averages  are  calculated  using  the  fractional  factors  from 
Section  C.^  of  this  Appendix. 

I  2.  Crude  oil  costs  are  assumed  to  increase  at  the 
rate  of  2.4  cents  per  gallon  per  year  or  about  9-1/2  percent 
per  year  in  Case  1,  and  1.0  cents  per  gallon  or  about  4 
percent  per  year  in  Case  2.  Case  1  assumes  foreign  crude 
costs,  increase  at  the  expected  rate  of  inflation,  whereas 
Case  2  assumes  foreign  crude  costs  will  not  increase. 
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.3.  ■  Refinery  operating  costs  are  assumed  to  increase 

at  the  approximate  average  rate  of  growth  from  1973  to  1976; 
about  1.2  cents  per  gallon  per  year  in  Case  1.  In  Case  2 
they  are  assumed  to  increase  at  one  half  this  rate,  about  .6 
cents  per  gallon  per  year.. 

4.  The  wage  rate  for  Truckers  and  Warehousemen  is 
assumed  to  increase  at  the  rate  of  about  7  percent  per  year 
in  both  cases.  The  heating  oil  margin  (M^^)  is  assumed  to 
be  4.6  cents  per  gallon  in  both  cases. 

5.  The  price  of  imported  middle  distillates  is  assumed 
to  increase  at  the  same  absolute  change  as  for  imports 

of  crude:  1.8  cents  per  gallon  per  year  in  Case  1  and  no 

/ 

increase  in  Case  2.  These  price  changes  are  consistent  with 
the  crude  cost  assumptions  made  in  Section  0.2,  above. 

.  t 

With  these  assumptions,  plus  the  constant  and  monthly  figures 

/  ' 

based  on  historical  experience  used  in  the  equations  (which 
are  set  forth*  and  explained  earlier  in  this  Appendix) ,  it  is 
possible  to  calculate  how  the  index  prices  could  change 
through  March  1977  for  each  region  and  for  the' country  as  a 
whole . 
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The  results  for  the  illustrative  assumptions  are  as  follows; 

Illustrative  Index  Prices 
Case  1 

cents/gallon 


Northeast 

North  Central 

South 

West 

Total  U.S 

1976 

f 

- 

June 

43.5 

43.1 

44.1 

45.9 

44.2 

July 

43.8 

43.4 

44.4 

46.2 

44.5 

August 

44.1 

43.7 

44.7 

46.5 

44.8 

September 

44.5 

44.0 

45.0 

46.8 

45.1 

October 

44.8 

44.2 

45.3 

47.1 

45.4 

November 

45.2 

44.6 

45.7 

47.5 

45.8 

December 

45.6 

45.0 

46.0 

47.8 

46.1 

1977 

January 

46.1 

45.4 

46.5 

48.2 

46.6 

February 

46.5 

45.8 

'46.8 

48.6 

47.0 

March 

46.7 

46.1 

47.1 

48.9 

47.3 
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Illustrative  Index  Prices 

Case  2 

cents/gallon 

Northeast  North  Central 

South 

West 

Total  U.S 

1976 

./ 

'  ^ 

June 

43.5 

43.1 

44.1 

45.9 

44.2 

July 

43.6 

43.2 

44.2 

46.0 

44.3 

August 

43.7 

43.3 

44.4 

46.2 

.  44.5 

September 

43.9 

43.5 

44.5 

46.3 

44.6 

October 

/ 

44.0 

43.6 

44.6 

46.4 

44.7 

November 

44.2 

43.8 

44.8 

46.6 

44.9 

December 

44.4 

44.0 

45.0 

46.8 

45.1 

1977 

1 

January 

44.7 

44.2 

45.3 

47.1 

45.4 

February 

44.9 

44.4 

45.5  , 

47.3 

45l6 

March 

45.0 

44.5 

45.6 

47.4 

45.7 

✓ 

- 

1 

/ 
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E.  Scunpling  Procedures  for  Monitoring-Actual  Prices 

1.  No.  2  Heating  Oil 

A  stratified  sample  of  companies  will  be  drawn  from  the 
universe  of  No.  2  distillate  fuel  oil  refiners  and  marketers 
who  responded  to  the  historical  market  shares  surveys  (forms 
FEA  P-305-S-0  and.  FEA  P-308-S-0) .  There  were  a  total  of 
over  8,000  companies  reporting  for  these  surveys.  The 

I 

universe  will  be  divided  into  three  strata. 

Stratum  1  will  consist  of  all  companies  reporting  national 
total  annual  sales  of  10,000,000  gallons  or  more  of  No.  2 
distillate  fuel  oil.  There  are  approximately  230  of  these 
companies  and  they  will  all  be  included  in  the  sample. 

These  firms  account  for  approximately  85  percent  of  total  ^ 
sales  of  No.  2  distillate  fuel  oil. 

I 

The  remaining  universe  will  be  . stratified  by  broad  geographic 
region  and  by  volume  of  sales  of  No.  2  distillate  fuel  oil. 
Stratum  2  will  consist  of  those  companies  having  sales  of 
2,000,000  or  more  but  under  10,000,000  gallons  of  No.  2 
distillate  fuel  oil.  There  are  approximately  1200  companies 
in  this  stratum  and  they  will  be  systematically  sampled 
using  a  ratio  of  1  to  10.  Stratum  3  will  consist  of  those 
companies  having  annual  sales  of  under  2,000,000  gallons  of 
No.  2  distillate  heating  oil.  These  companies  will  be 
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systematically  sampled  using  a  selection  ratio  of  1  in  30. 

The  entire  sample  from  all  strata  will  consist  of  at  least 
50  firms  per  region  and  a  minimum  of  2  firms  per  state  and 
a  total  of  about  600  firms. 

t 

A  detailed  description  will  be  mailed  to  each  selected  firm 
describing  the  data  to  be  collected  and  the  reporting 
frequency.  In  general,  the  June  data  to  establish  the  base 
month,  will  be  reported  telephonically  to  FEA  no  later  than 
August  15,  1976.  FEA  will  then  telephone  each  of  the 
selected  firms  on  a  monthly  basis  to  determine  the  weighted 

I 

average  Selling  Price  for  heating  oil  for  July,  August  and 
September,  1976.  Starting  approximately  September  15,  1976,  ' 
FEA  will  conduct  weekly  surveys  of  these  selected  firms  to 
determine  the  change  in  price  of  heating  oil  through  the 
winter  heating  season. 

2.  Diesel  Fuel 

The  monthly  Lundberg  truckstop  survey  includes  80  truckstops 
located  near  18  large  markets  distributed  throughout  the 

t 

U.S.  The  monthly  Lundberg  retail  gasoline  station  survey 
includes  data  for  diesel  fuel  that  is  sold  in  18,000  retail 

gasoline  stations  surveyed  located  in  33  cities  throughout 

) 

the  U.S.  For  the  weekly  survey  only  a  subscimple  will  be  used. 


noitAL  uoism,  voi.  4i,  no.  ms— Thursday,  july  22,  1974 


30304 


NOTICES 


-  .37  - 

3.  Auditing  and  Verification  of  Data 

A  number  of  steps  will  be  taken  to  help  assure  that  the 
company-reported  data  used  in  the  index  Sire  reliable  and 
accurate.  These  steps  will  include: 

(a)  Provisions  for  respondents  to  certify  in  writing 
the  accuracy  of  the  data  obtained  by  FEA  in  the 
weekly  phone  survey. 

(b)  Establishment  of  objective  parameters  within  which 
the  weekly  price  quotations  are  expected  to  fall. 

j' 

If  the  parameters  are  not  met,  further  verification 
of  the  data  will  be  conducted.  { 

(c)  Periodic  company  audits  by  FEA  Regional  Office 
personnel  to  validate  the  data. 

(d)  Crosschecking  of  weekly  reported  phone  data'  with 
written  copies  of  the  same  data  to  be  provided 
monthly  by  respondents. 

f 


I 
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4.  Comparison  of  Surveyed  Data  to  Index  Prices 
In  comparing  the  surveyed  data  to  the  index  prices  (both 
weekly  and  monthly)  the  percentages  of  heating  oil  and 
diesel  fuel  used  in  the  index  price  equations  will  also  be 
used  to  weight  the  price  data  collected  in  the  survey  to 

I 

average  regional  and  national  prices.  A  4-week  moving 
average  of  the  weekly  survey  data  will  be  used  in  making 
comparisons  with  the  index  prices. 

The  monthly  index  will  be  adjusted  by  the  average  weekly 
change  in  the  index  price  during  the  previous  month.  For 
example,  referring  to  Case  1  in  Section  D  of  the  Appendix, 
the  national  index  price  for  the  first  week  in  November  will 
equal  the  October  index  price  (45.4)  plus  one-fourth  of  the 
change  in  the  index  price  from  September  to  October  (45.4  + 
1/4  (45.  4-45.  1)  =  45.5jz(/gal) . 
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F.  Definition  of  Regions 

1.  Northeast  Region;  The  six  New  England  states  plus 
New  York,  New  Jersey,  Pennsylvania,  Puerto  Rico  and  the 
Virgin  Islands. 

2.  North  Central  Region;  North  and  South  Dakota, 
Nebraska,  Kansas,  Minnesota,  Iowa,  Missouri,  Wisconsin, 
Illinois,  Michigan,  Indiana  and  Ohio. 

3.  Southern  Region;  All  of  the  states  to  the  south 
of  the  North  Central  and  Northeast  Regions,  extending  to  and 
including  Texas  and  Oklahoma,  plus  the  District  of  Columbia. 

4.  Western  Region;  All  of  the  states  to  the  west  of 
the  North  Central  and  Southern  Regions,  including  Alaska  and 
Hawaii,  plus  Guam,  American  Samoa,  and  the  Trust  Territory 
of  the  Pacific  Islands. 


« 
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